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Westfair Foods Ltd. is a major wholesaler and 
retailer of food products in Western Canada 
and the Southwestern U.S.A. 
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Report to 
Shareholders 


Continued growth in sales and 
earnings are reflected in this, 
our 67th Annual Report. 


Sales increased in 1979 to 
$768,818,000, which reflects a 
healthy growth in the Canadian 
Prairies and particularly good 
growth in our Albuquerque 
operation. 


Net earnings for the year at 
$7,441,000 have now returned to 
previously experienced ratios after 
the adjustments of 1978. 


During 1979 $10,843,000 was 
invested in fixed assets. This 
expenditure caused a slight 
decrease in working capital, 
although the financial condition 
of the Company has remained 
healthy as reflected in the 
financial ratios. 


A significant objective was 
achieved during the year in the 
opening of our new 54,000 
square foot combination food and 
drug store in Saskatoon. Because 
of the success of this venture we 
are opening a second combin- 


ation store in Saskatoon in 

March 1980. These are the first of 
a new generation of retail outlets 
which will bring strength to both 
the retail and wholesale areas of 
Our business. Future plans 
include similar stores in other 
trading areas. 


Our expansion and renovation 
program for retail stores in both 
urban and major rural areas is 
Ongoing. Major expansions in 
Regina and Winnipeg will be 
completed in early 1980. 


Because of the success of the 
fully automated checkout systems 
installed in 1979, further 
installations are planned in 1980. 


We opened our new 150,000 
square foot distribution centre in 
Edmonton in December of 1979. 
Major expansions to distribution 
centres in Thunder Bay, Regina 
and Albuquerque were also 
completed. In Calgary anew Cash 
& Carry depot was opened, and 
the depot in Kenora was relocated. 
Additional expansions to distri- 
bution facilities in other centres 
are in the planning stages. 


Our Sunspun Food Service 
Division was expanded and we 
now have depots in Calgary, 
Thunder Bay, Edmonton and 
Winnipeg. 


We are in the process of making 
changes in our wholesale com- 
puter systems which will enable 
us to provide a more compre- 
hensive service to our customers. 


During 1979 we assisted 
independent and franchise 
operators in the planning, develop- 
ment and construction of 10 
stores and the expansion and 


remodelling of 25 stores. This 
investment will enable these 
operators not only to maintain, but 
also to improve upon their position 
in the marketplace. 


As indicated in last year’s report 

it was necessary for the financial 
health and stability of a number of 
independent customers to make 
adjustments to their rental and 
interest charges resulting ina 
decrease in our 1978 net earnings. 
The substantial increase in the 
earnings of 1979 when compared 
to 1978, is in fair measure a 
recovery from that timely action 

in 1978. 


The 1970's saw many changes 
and innovations in the food distri- 
bution industry. Your Company 
experienced excellent growth in 
both sales and net earnings. The 
investments made during the 
1970's provide a sound base for 
the future. 


Our customers and our 
employees are our most valued 
assets. Without their cooperation 
and loyalty it would be impossible 
for us to be successful. On behalf 
of the Board we thank them for 
their fine support throughout 
1979. 


M. D. Booty 
President and 
Chief Operating Officer 


Five Year 
Review 
Westfair Foods Ltd. 


if (in thousands of dollars) 
Sales 


” Netearnings 
Sacrectariie 


Working capital 


Shareholders’ equity 


Total assets 


1979 
$768,818 
7,441 
3,817 
17,046 
62,494 
$120,310 


1978 
$617,743 
4,831 

CH aaS) 
18,389 
57,768 

$ 99,671 


IEG 
$504,945 
6,191 
2,784 
24,633 
99,652 

$ 88,088 


1976 
$390,832 
4,437 
1,788 
26,476 
51,357 

$ 78,065 


1975 
$338,217 
6,329 
2,133 
285209 
48,335 

$ 68,724 


Consolidated 


Statements of Va 
Earnings and / / 
Retained Earnings [ \y / 
Westfair Foods Ltd. aN We 
52 weeks ended December 29, 1979 

and December 30, 1978 


(in thousands of dollars) 


Consolidated Statement of Earnings 1979 1978 

Sales and other income 
Sales $768,818 $617,743 
Investment income (note 4) 886 1,640 
Gain on sale of fixed assets 450 285 
770,154 619,668 


Operating expenses 
Cost of sales, selling and administrative expenses 


before the following items 747,374 600,011 
Depreciation 3,817 S03) 
Net long-term lease expense 2,941 4,588 
Amortization of intangibles and deferred charges 120 She} 

754,252 608,209 
Operating income 15,902 11,459 
Interest on long-term debt 476 318 
Other interest expense 1,445 570 
1,921 888 
Earnings before income taxes 13,981 10,571 
Income taxes (note 8) . __-6,540 9,740 
Net earnings for the period ‘$ 7,441 $ 483168 
Per common share $83.34 $53.22 < 
Consolidated Statement of Retained Earnings 
Retained earnings at beginning of period $ 55,551 $ 53,435 
Net earnings for the period 7,441 4,831 
62,992 58,266 
Dividends declared 
Preferred shares 84 84 
Class A shares 135 135 
Common shares 2,496 2,496 
2,715 24159 
Retained earnings at end of period $ 60,277 eee 


Consolidated 
Balance 


Sheet 


Westfair Foods Ltd. 

(incorporated under the laws of Canada) 

as at December 29, 1979 and December 30, 1978 
(in thousands of dollars) 


Assets 1979 1978 


Current assets 
Cash and short-term investments $ 125 Seen 
Accounts receivable (note 3) 13,750 agar ee. 
Inventories 51,138 39,451 
Prepaid expenses 1,232 956 
66,245 53,830 
Investments and other assets 
Land held for sale or development 1,517 ZO 
Secured loans and advances 3,534 Swed 
Sundry investments, at cost (note 4) 3,895 S00 
8,946 9,987 
Fixed assets 
Buildings, equipment and leasehold 
improvements 56,852 48,445 
Less accumulated depreciation 22,777 19,923 
34,075 20,022 
Land 8,689 Give 
42,764 Bo 204 
Fixed assets under capital leases, less amortization (note 9) 1,875 
Goodwill, less amortization 480 600 
$120,310 $99,671 


Approved by the Board 


R. J. Addington, Director 
M. D. Booty, Director 


Liabilities 
Current liabilities 
Bank indebtedness 
Accounts payable and accrued liabilities 
Accounts payable, affiliated companies 
Income and other taxes payable 
Dividends payable (note 5) 
Current portion of obligations under capital leases 
Long-term debt payable within one year 


Long-term obligations under capital leases (note 9) 
Long-term debt (note 6) 

Deferred income taxes 

Deferred real estate income 


Shareholders’ Equity 
Capital stock (note 7) 
Authorized 
175,000 Preferred shares, par value $20 each 
150,000 Class A shares without par value 
150,000 Common shares without par value 
Issued 
59,715 Preferred shares ($1.40 series) 
67,/72 Class A shares 
86,658 Common shares 
Retained earnings 


1979 1978 

$ 8,559 
34,109 $27,554 
2,821 2.968 
2,816 3,975 
697 697 

23 
174 247 
49,199 35,441 

1,891 
3,536 3,796 
2,371 1,981 
819 685 
57,816 41,903 
1,194 1,194 
1,023 1,023 
60,277 55,551 
62,494 57,768 
$120,310 $99,671 


Consolidated 
Statement of 
Changes in 
Financial 


Position 


Westfair Foods Ltd. 

52 weeks ended December 29, 1979 
and December 30, 1978 

(in thousands of dollars) 


Sources of working capital 
Operations 
Earnings 
Depreciation and amortization 
Gain on disposal of fixed assets 
Income taxes not requiring cash 
Amortization of deferred real estate income 


Cash flow from operations 

Financing 
Net additions to obligations under capital leases 

Other items 
Decrease in secured loans and advances 
Proceeds from disposal of fixed assets 
Proceeds from disposal of leasehold interest 
Increase in deferred real estate income 
Decrease in sundry investments 


Total sources of working capital 


Uses of working capital 
Reinvestment 
Purchase and carrying costs of land held for sale 
or development 
Additions to fixed assets under capital leases 
Purchase of fixed assets 
Acquisition of wholesale food distribution operation 
Financing 
Reduction in long-term debt 
Dividends 


Total uses of working capital 


Decrease in working capital 
Working capital at beginning of period 


Working capital at end of period 


1979 1978 
$ 7,441 $ 4,831 
3,937 3,610 
(450) (285) 
390 (235) 
(66) (39) 
11,252 7,882 
1,891 
187 23 
732 1,012 
193 
200 294 
6 
14,455 oetz, 
32 1,065 
1,948 
10,843 9,416 
2,262 
260 3 
2,715 2.715 
15,798 15,461 
1,343 6,244 
18,389 24,633 
$17,046 $18,389 


Notes to 
Consolidated 
_ Financial 


Statements 


Westfair Foods Ltd. 
52 weeks ended December 29, 1979 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(a) Basis of consolidation 

The consolidated financial statements include the 
accounts of the Company and all its subsidiaries. 

(b) Inventories 

Retail store inventories are stated at the lower of cost 
and net realizable value less normal profit margin. 
All other inventories are stated at the lower of cost and 
net realizable value. 

(c) Land held for sale or development 

Land held for sale or development is stated at the 
lower of cost, including direct carrying charges, and 
net realizable value. 


(d) Goodwill 

Goodwill arises from the excess of cost of assets over 
fair value of net assets acquired. The Company's 
policy is to amortize the goodwill over a period of 

ten years. 

(e) Fixed assets 

All fixed assets are stated at cost. Depreciation is 
recorded on a straight-line basis to amortize the cost 
of fixed assets over their estimated useful lives. The 
depreciation rates are substantially as follows: 


Buildings 24% to 5% 
Automotive equipment 12%% to 22%% 
Equipment and fixtures 10% to 20% 


Lesser of useful life 
or term of lease 


When fixed assets are sold or scrapped, the cost of the 
asset and the related accumulated depreciation are 
removed from the accounts and the resulting gain or 
loss on disposal is included in earnings. 

(f) Leases 

Leases which transfer substantially all of the benefits 
and risks incident to ownership of property entered 
into after December 30, 1978 are recorded as the 
acquisition of an asset and the incurrence of an 
obligation. The values of the assets under these capital 
leases are amortized on a straight-line basis at the 
annual rates used for similar owned assets and the 
obligation, including interest thereon, is liquidated 
over the life of the lease. 

Rents on non-capital leases and on all leases entered 
into before December 31, 1978 are expensed 

as incurred. 

(g) Deferred real estate income 

The profits realized on the sale and lease-back of 
property have been deferred and are being amortized 


Leasehold improvements 


at various rates according to the remaining term of the 
respective leases. 
(h) Foreign exchange 
All U.S. balances have been translated at a rate 
approximating the current rate at each year end. The 
net difference on the translation of the Company’s 
equity in U.S. subsidiaries has been deferred and is 
included in fixed assets as a reduction thereof. 
2. CHANGE IN ACCOUNTING POLICY 
Formerly, the Company expensed rental payments 
on all forms of leases as they occurred. In 1979 the 
Company responded to new recommendations of the 
Institute of Chartered Accountants whereby leases 
entered into after December 30, 1978 which transfer 
substantially all of the benefits and risks incident to 
ownership of property are recorded as the acquisition 
of an asset and the incurrence of an obligation. Under 
this method of accounting for leases, the asset is 
amortized on a straight-line basis and the obligation, 
including interest thereon, is liquidated over the life 
of the lease. Rents on non-capital leases and on all 
leases entered into before December 31, 1978 are 
expensed as incurred. 
The effect of the policy change was a reduction in net 
earnings for 1979 of $28,000. Had the Company 
retroactively applied the new policy, the reduction in 
net earnings for 1979 would have been $104,000, and 
assets and obligations would have been increased in 
the balance sheet by $10,112,000 and $12,181,000 
respectively. 
3. ACCOUNTS RECEIVABLE 
1979 1978 
(in thousands of dollars) 
Trade $12,828 $12,813 
Affiliated companies 156 102 
Loans, advances, mortgages 
and non-current receivables 
due within one year 766 rebels 


$13,750 $13,272 
4. SUNDRY INVESTMENTS AND INVESTMENT INCOME 


Sundry investments include $3,750,000 in preferred 
shares of an affiliated company. Investment income 


. includes dividends and interest of $576,000 from 


affiliated companies. 


5. DIVIDENDS PAYABLE 
Dividends payable of $697,000 includes $632,000 
payable to affiliated companies. 


6. LONG-TERM DEBT 
1979 1978 


(in thousands of dollars) 


Westfair Properties Ltd. 
First mortgage bonds 
Series A, 5%% sinking fund 
debenture due 


December 15, 1986 $ 553 $ 744 
Ensign Stores Ltd. 
7%% Mortgage due 
March 1, 1983 12 
Western Grocers Inc. 
(repayable in U.S. dollars) 
7% Mortgage due 
May 1, 1984 372 445 
8%% Mortgage due 
July 1, 1997 2,512 Ptev le) 
9%% Mortgage due 
September 1, 1997 186 189 
11% Mortgage due 
December 30, 1982 75 95 
3,710 4,043 
Less instalments due 
within one year 174 247 
$3,536 $3,796 


Instalments on long-term debt due in each of the next 
five years are: 
1980 $174,000 


1981 285,000 
1982 291,000 
1983 285,000 
1984 213,000 


7. CAPITAL STOCK 

The holders of the preferred shares ($1.40 series) are 
entitled to a dividend, when and as declared, of $1.40 
per share per annum on acumulative, non-participating 
basis. These shares are non-redeemable but may be 
purchased by the Company for cancellation. The 
holders of the Class A shares are entitled to dividends, 
when and as declared, of $2.00 per share per annum 
onanon-cumulative, non-participating basis. No 
dividends shall be paid or declared for payment on 
common shares in any fiscal period unless and until 
dividends at the rate of $2.00 per share for such year 
have been paid or declared on the Class A shares. 

8. INCOME TAXES 

A subsidiary has losses carried forward from prior 
years of $1,500,000 available to reduce future years’ 
income taxes, the effect of which has not been 
recorded in the accounts. The losses carried forward: 
expire in 1985. 

9. LEASE COMMITMENTS 

The Company and its subsidiaries have obligations 
under long-term leases for retail outlets, warehousing 
facilities, equipment and store fixtures. 


10 


Assets under capital leases entered into after 
December 30, 1978 and recorded as assets are: 


(in thousands of dollars) 


Building $ 1,948 
Accumulated amortization 16s 
AE rege) 


The following table represents minimum lease 
commitments under long-term leases with an initial 
term greater than five years together with the present 
value of the obligations under capital leases entered 
into after December 30, 1978. 


Capital leases Other leases 


entered into Expected Expected 
after December Gross  sub-lease net 
30, 1978 liability income liability 
(in thousands of dollars) 
For the year 
1980 » 23/9 6012'S 1.8623 4.387 
1981 23f 6,810, 71,0194 4co 
1982 296 5.4409 1,409) 4e2c7, 
1983 236 4,942 1,402” 3,776 
1984 248 4269 1107 3.410 
For the five 
years ending 
1989 1176 16,5124" “4°345— 12-950 
Thereafter 
to 2006 2,340 19,149 4,621 16,868 


Total minimum 
lease payments 4,710 $61,746 $16,365 $50,091 


Less amounts 
representing 


interest 2,/96 
Balance of 
Obligation 1,914 
Less current 
portion 23 
$1,891 


10. CONTINGENT LIABILITIES 
At December 29, 1979 guarantees amounted to 
approximately $816,000. 


11. DIRECTORS’ AND OFFICERS’ REMUNERATION 


Number of directors 4 
Number of officers rf 
Number of officers who are directors 3 
Directors’ Other 
fees remuneration 
Paid by the company Nil $282,500 
Paid by a subsidiary Nil $ 11,000 


Auditors’ 
Report 


To the Shareholders of 
Westfair Foods Ltd. 


We have examined the consolidated 
balance sheet of Westfair Foods Ltd. 
as at December 29, 1979 and the 
consolidated statements of earnings, 
retained earnings and changes in 
financial position for the 52 weeks then 
ended. Our examination was made in 
accordance with generally accepted 
auditing standards, and accordingly 
included such tests and other 
procedures as we considered 
necessary in the circumstances. 


In Our opinion, these consolidated 
financial statements present fairly the 
financial position of the company as at 
December 29, 1979 and the results of 
its operations and the changes in its 
financial position for the period then 
ended in accordance with generally 
accepted accounting principles which, 
except for the change in the method of 
accounting for capital leases as 
described in note 2, have been applied 
on a basis consistent with that of the 


preceding period. 


Hho flied bo 


Chartered Accountants 
Winnipeg, Canada 
January 25, 1980 
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Raymond J. Addington 
Mervyn D. Booty 

Keith W. Campbell 
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Raymond J. Addington 
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Mervyn D. Booty 
President & Chief Operating Officer 


Keith W. Campbell, C.A. 
Sr. Vice-President & Secretary 


Charles V. Bemben 
Vice-President 


David G. King, C.A. 
Vice-President, Controller 


Charles W. Markusa, C.A. 
Assistant Controller 


Thomas E. Anderson 
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Transfer Agent 
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Auditors 
Thorne Riddell & Co. 


Solicitors 
Pitblado & Hoskin 


Stock Listings 
Toronto and Winnipeg 
Stock Exchanges 


The pages of this report are printed 
on Wellington Offset manufactured 
by The E.B. Eddy Company, a 
member of the Weston group of 
companies. 


